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THE WHITE HOUSE

WASHINGTON

August 26, 1977

MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT S—M
LYNN DAFT %@
SUBJECT: Agricultural Policy Decisions

(At Your Reqguest)

Your guidance is sought on the following issues:

1) The use of an acreage set-aside in 1978.
2) Implementation of an accelerated grain reserve.
3) Loan levels for 1977 and 1978 crops.

We will have a memorandum to you early next week outlining
the Secretary's proposed steps in implementing a sugar
program.

Acreage Set-Aside in 1978

Background

Pending enactment of a new farm bill, the Secretary of
Agriculture has no authority to implement a set-aside program
for the coming crop year. Still, as you know, planting
decisions for the 1978 winter wheat crop are now being made.
Some planting is underway and most will take place before

the bill can be enacted.

If we are to influence these decisions, we must indicate our
intentions with regard to use of the prospective set-aside
authorities as soon as possible. We believe this can be

done without prejudicing your eventual approval or disapproval
of the farm bill. There is no dispute between the Congress
and the Administration with regard to the need for or terms

of the set-aside authority. Should you decide to veto the
farm bill, an authority like that in the pending bill could

be quickly sought.




Operation of the Program

Under the bill now awaiting final Congressional action, the
Secretary of Agriculture is required to announce a set-aside
for wheat not later than August 15 prior to the year in
which the crop is harvested (in the case of the 1978 crop,
as soon as practicable after enactment of the new farm
bill). In the case of feed grains, the announcement is to
be made by November 15.

In his determination, the Secretary specifies a percentage

of the farm's acreage planted to the crop in the current

crop year that is to be set aside and devoted to conservation
uses. Compliance with the set-aside is required as a condi-
tion of eligibility for all loans and payments under the
program, regardless of whether a set-aside is in effect for
the individual crop. To illustrate, a farmer who plants 500
acres of wheat under a 20% wheat set-aside must divert at
least 100 acres to approved conservation uses to maintain

his eligibility for CCC loans and for deficiency and disaster
payments. A cross-compliance provision ensures that if a
farmer does not participate in the set-aside, but still

grows wheat, he is ineligible for loans and payments for
other crops.

The authority to divert acreage from production has not been
exercised since 1973 when about 17 million acres were idled.
For most of the 1961-72 period, 50 to 60 million acres were

diverted from production each year.

The World Grain Situation

World and U.S. grain stocks have risen sharply this past

year (see Table 1l). World stocks of wheat and coarse grains
rose from 114 million metric tons (mmt) at the end of the
1975/76 marketing yvear to 169 mmt at the end of 1976/77.

U.S. carryover stocks rose at an even faster rate this past
year, accounting for nearly half the increase in world

stocks. As a result, the U.S. share of world stocks has

risen from 24 percent in 1974/75 to 36 percent now and could
reach 42 percent in 1977/78. The USDA argues that an equitable
U.S. share is around 33 percent.






created (in combination with a proposed international emergency
reserve that is described below), and slower economic growth
rates, worldwide. Furthermore, should bad weather in 1978
result in a production shortfall, the USDA estimates that

world stocks would still be about 150 mmt or about as large

as they were before the rapid drawdown in 1972/73.

s the chances of a severe shock in the E?Eiﬁ"éupply/use balance
to.be nearer 1 in 8. There are two methodological reasons

%b ! -i?for the diffeTences. First, USDA based its analysis on

o#’ ;& absolute amounts while the CEA analysis was in terms of

/ relative variation. Second, the two agencies used different
Jﬂ/Is “Aystatlstlcal methods in estimating the standard deviations
,&4 that underlie these probabilities.

/

Ak élyd’dlh contrast\to the USDA estimate of 1 in 20, CEA believes

Beyond their different assessments of the probability of a
serious drawdown in stocks, USDA and CEA also differ in
their estimate of the effect such a drawdown would have on
prices. On the basis of the historical relationship of
grain prices to the stock/consumption ratio, CEA estimates
that bad weather coinciding with set-asides could result in
a price increase of around 55 percept. This compares with
SDA"s judgmental estimate of about 22 percent. The relationship
on which the CEA estimate is based is depicted in Figure 2.
You will note that the current stock/consumption ratio is
about 16 percent, which is very near the "kink" in a curve
fitted to the historical observations. Should the ratio
rema... near l6 or increase, prices can be expected to remain
at or slightly below support (loan) levels. On the other
hand, should the ratio fall only slightly, history would
suggest a rather rapid and substantial inflation.

The relationship depicted in Figure 2 is for a composite of
wheat and feedgrains. If wheat were shown alone, the current
stock/consumption ratio of 25 percent would appear further
out the right-hand tail than the composite figure.

It is worth noting that the run-up in grain prices under the
CEA "worst case," though substantial, would barely be enough
to trigger the release of farmer-held and CCC reserves.
Thus, to the extent these reserves are being accumulated for
/;,l ’ such eventualities, it would seem that we should be prepared
/ : :
s to occasionally have prices reach these levels and call them
1f ,,f into the market.
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State argues that any unilateral U.S. action that reduces
supplies and bolsters price will make an agreement less
attractive to the other major exporters. State also expresses
concern that importing nations might feel that a set-aside

is endangering our reliability as a source of supply and,
therefore, seek out other sources.

The USDA counters these arguments by noting that Canada and
Argentina have already cut-back production and that they are
expecting the U.S. to do its part in this regard. Still, it
would seem that these cut-backs are more a result of jaw-
boning and a response to lower prices than a result of
government policy actions. They also argue that it is
important for us to signal the world that food security is a
shared responsibility for all nations that can afford the
expense. And that a curtailment of U.S. production should
provide additional incentive to importer nations to negotiate
an international agreement.

Though admitting that it is largely a perceptual issue,

State also argues that use of a set-aside appears contradictory
to our avowed aim of helping feed hungry people around the
world. Peter Bourne has expressed a concern in this regard.
The USDA counters with a proposal to create an international
emergency reserve to insure that the food aid needs of the
LDC's are not jeopardized by the implementation of a set-

aside (though this reserve would not raise stocks above what
they would already be).

You have stressed to us your desire to emphasize the Administra-
tion's positive attitude in doing our part to help with the
world hunger problem.

Finally, State is concerned that U.S. restrictions on wheat
production in a period of still moderate stock/consumption
ratios might be used successfully by the "hawks" in OPEC to
raise the price of o0il through coordinated OPEC restrictions
on oil output.

Agency Recommendations

As you know, the sharpest difference of opinion is between
USDA and CEA.

USDA concludes that a set-aside of 25 percent for wheat and
10 percent for feed grains is necessary to avoid: (a)
excessively large world and U.S. grain stocks, (b) U.S.
grain prices continuing to be depressed below loan levels,
(c) large stock accumulations by CCC, and (d) the U.S.
holding more than its "fair share" of world stocks.
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Decision
No set-aside (CEA, State, Treasury)
15% wheat/10% feed grains (STR) zz]
U// 20% wheat/10% feed grains (STR, DPS) <:7/

25% wheat/10% feed grains (USDA, OMB)

oo

Accelerated Grain Reserve

Last April Secretary Bergland, using existing authority, an-
nounced a farmer-owned reserve designed to capture some of
the excess 1976 crop wheat and rice. The "farm bill" requires
a wheat reserve with terms and conditions essentially
identical to those previously announced. In addition, the
Conferees encourage us to establish a similar program for
feed grains.

Secretary Bergland recommends that we announce our intention
to place 30-35 million tons of grain (equal parts wheat and
feed grain) in reserve prior to the beginning of the 1978/79
marketing year. The reserve would be accumulated through
use of existing authority and new legislation as follows:

- The farmer-held reserve announced in April will
account for about 8 mmt of wheat and some rice.
This reserve is held off the market until the
price of wheat is at least $3.15 to $3.30 per
bushel.

-= The USDA proposes to establish a similar farmer-

held reserve for feed grains using existing authority.

They propose to establish a minimum release price
of 125 percent of the loan level ($2.50 per bushel
for corn) and a loan recall price of 140 percent
of the loan level ($2.80 for corn).

- In addition, the Secretary recommends that new
legislation be requested that would authorize
direct purchase of 2 to 6 million tons of wheat
for an international emergency food reserve. It
would be similar to the one proposed by Senator
Humphrey and once included in the Senate farm bill
but deleted by the Conferees because of a juris-
dictional dispute. The Administration and probably
the majority of Congress supported this provision.
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The 1977 marketing year for barley and oats began June 1,
1977; for corn and sorghum it begins October 1. Market
prices for feed grains are now below the levels previously
announced, and concern with prices below cost of production
is becoming widespread among farmers. Raising the loan
levels now would help protect prices and farm income.

Though we can wait for the farm bill to take effect before
raising these levels, Secretary Bergland recommends that he
use existing authority to raise these levels immediately.
Though he cautions that doing so implies the farm bill will
be signed, we believe it can be done and presented in such a
way as to minimize this implication. To our knowledge, there
is no agency opposition to this action. We recommend that
you concur with the Secretary's recommendation.

Decision
V/ Concur /7/z::,

Do not concur

Wheat and Feed Grains: 1978. The Secretary also recommends
that 1978 loan rates for wheat and feed grains remain at the
1977 levels. To keep the wheat loan at $2.25 a bushel the
Secretary will have to use the authority in the new bill
that permits the level to be reduced from $2.35 a bushel
when supplies are excessive. The $2.00 per bushel loan for
corn would be maintained and the other feed grain loans set
in relation. Again, there is no agency opposition. We
recommend concurrence.

Decision —//ziii
U// Concur i/

Do not concur

Elec itatic Copy 1
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TABLE 2

WORLD GRAIN PRODUCTION, CONSUMPTION AND ENDING STOCKS
{(in million metric tons)

1978/79 Projectionl/

Ttem . 1971/72 : 1972/73 : 1973/74 : 1974/75 : 1975/76 : 1976/77 : 1977/78 ‘st Very : Above
: : : : : : . Est. : Likely : Poor : Normal
PRODUCTION
Wheat 348.2 343.3 371.6 356.4 349.4 412.7 397.6 413 X X X X
Coarse grains 621.9 602.7 660.5 620.4 634.5 692.1 688.1 703 X X X X
Total 970.1 946.0 1,032.1 976.8 983.9 1,104.8 1,085.6 1,116 1,051 1,142
CONSUMPTION
Wheat 341.4 361.2 363.5 363.0 349.2 375.4 397.2 403 X X X X
Coarse grains 608.6 620.5 664.9 625.1 635.0 674.3 671. 693 X X X X
Total 950.0 981.7 1,028.4 988.1 984.2 1,049.7 1,068.3 1,096 1,075 1,103
ENDING STOCKS
Wheat 78.8 61.0 69.1 62.5 62.7 100.0 100.3 110 X X X X
Coarse grains 78.4 60.6 56.2 51.5 51.0 68.8 85.8 '6 X X X X
Total 157.2 121.6 125.2 114.0 113.7 168.8 186.2 206 162 225
—_— — =L

1/ Assuming no set-aside program in the United States; with a U.

wheat and 10 percent for feed grains, ending stocks would be

Source: U.S.

NOTE:

Department of Agriculture

Figures may not add due to rounding.

S. set-aside requirement of 15 to
about 10 - 15 million tons lower.

25 percent for



TABLEE 3.
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THE WHITE HOUSE

WASHINGTON /ékgaac¢ o - 2

August 26, 1977 M,,f /%
TO: THE PRESIDENT ke &
FROM: BILL CABLE —%/f \ 4 " /.
THROUGH : FRANK MOORE _,f”" 757’4"“ o

PN Lovis 74_:__4-

The issues in International Relations Committee were these; _—
1. Sen. John Culver made an award-winning presentation

against the sale.
2. Security issues.
3. Cost effectiveness of AWAC versus alternatives

Sen. Culver can't be as good a second time and we will be better
prepared to counter more effectively.

Although you had agreed to six substantive assurances requested by
Sen. Humphrey, they were not clearly understood by the Committee.
Adm. Turner's statements to the GAO to the effect that we can't
sanatize the AWACs enough to make them safe were highly visable
and there was a question as to whether Iran would want the
sanitized system.

When we have a formal agreement from Iran regarding the
sanitized AWACs, that announcement could effectively curb

many of the security questions. I strongly feel that the timing
of any announcement be coordinated with IRC consideration of a

disapproval resolution.

Finally on the cost effectiveness issue we have a study under way
the results of which are not final. We may have to admit that we
should let Iran buy whatever price system we can deliver. This
will not please Lee Hamilton.

After discussions with Chairman Zablocki, Committee staff and
State Department Liaison, I feel the following people could be
convinced to switch:

L.H. Fountain was unsure of his original vote and Chairman
Zablocki feels he will switch.
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Helen Meyner has indicated disatisfaction and could be
converted.
Don Bonker would like his vote back -- the Boeing people

in his district didn't like his position. They are a

potent political force.

Kiki de la Garza probably traded for a sugar vote with
Gary Studds and now may be convinced to switch.

Leo Ryan was angry with a Zablocki staff guy and may have
simply voted against the Chairman.

I feel that calls to the above to encourage them to reassess
their position in light of the changes we have made to ease their
fears would be helpful.

Broomfield should be called. He is sometimes partisan but I
feel a call will help keep the Republican support solid.

I don't understand why Wyche Fowler shouldn't be with us on this
issue. I think a call could make a big difference.

Brzezinski should probabiy keep the pressure on Solarz and
Bingham.

I will be working with the Committee Chairman and staff over the
next weeks to keep on top of the situation.

We wid CAnt Ly Mombr o/ Fuo Cormm il
VOTE ON AWACS

House International Relations Committee

In favor of sale

Opposed to sale

Zablocki **Fountain
Fascell Diggs
Wolff Nix
*Bingham Fraser
Yatron Rosenthal
*Solarz Hamilton
Danielson Harrington
*Broomfield **Ryan
Derwinski Collins
Findley **Meyner
Buchanan **Bonker
Winn Studds
Gilman Ireland
Guyer Pease
Lagomarsino Beilenson
Goodling de la Garza
Pettis **Fowler
Cavanaugh

* need to be firmed up Whalen

(Burke - absent --
could support with some

**could support with some

encouragement















THE WHITE HOUSE

WASHINGTON

Date:  August 24, 1977 MEMORANDUM
FOR ACTION: FOR INFORMATION:
Stu Eizenstat twiw/ ruww.uL) The Vice President

Bob Lipshutz @&
Jack Watson c¢cormnv L”l ’,.Ll,

Hugh Carter al—l‘a.(/fvc,/_

Jody Powell

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Brzezinski memo dated 8/24/77 re EPS Protection
for Selected U.N. Missions in New York (gfg.“
p oo
v
p

3]
YOUR RESPONSE MUST BE DELIVERED ,//;>
TO THE STAFF SECRETARY BY:

TIME: 12:00 NOON
DAY: Friday

DATE: August 26, 1977

ACTION REQUESTED:

X Your comments
Other:

STAFF RESPONSE:
| concur. __ No comment.
Please note other comments below:

DECLASSIFIED
Per; Rac Project

- ESDN; NLC- 2 6-9 -6 -24
PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 543w o L3

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone, 7052)













The PLO. Given the PLO's own involvement in
terrorism and violence over the years, the PLO
office in New York would appear to be a particularly
likely target. U.S. efforts to contain international
terrorism would be undercut if the PLO were itself
attacked in this country.

Protection afforded these three Missions in
New York can have an important effect on the security
of our officials abroad. Our own diplomatic Missions
are generally provided more protection by the host
governments than we ourselves furnish in either
Washington or New York. Specifically, in Syria and
Lebanon (where the PLO has its headquarters) the U.S.
chanceries and our Ambassadors' residences are pro-
tected 24 hours a day and the Ambassadors themselves
have a 24-hour bodyguard. (A failure to maintain
protection for the PLO Mission in New York could
undermine special security arrangements in Beirut
and put Ambassador Parker--in particular--in increased
jeopardy.) 1In Israel both our chancery and the
Ambassador's residence are protected 24 hours a day.

If you agree to reinstitute EPS coverage at
these three Missions through the end of the forth-
coming General Assembly, we can reconsider by that
time what would be the best way to handle this
problem over the longer run. I think such protection
is particularly important during this period of our
intensive peacemaking efforts following my Middle
East trip, when elements opposed to a settlement may
seek to disrupt our efforts.
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HOUSING AND URBAN DEVELOPMENT

Urban Policy: We are working with HUD in formulating urban policy
initiatives. Our initial objective is to identify proposals for
the FY '79 budget by September 15. The initial reports of our
task forces are due in September.

Citizen Action and Volunteerism: Working with Vice President's
Staff, ACTION, CSA, HUD and Agriculture on suggestions for national
voluntary initiatives and citizen action in cities and rural areas.
Option paper by early September.

Neighborhood Commission: Appointments to be made before October 1.
Commission can help in proposing policy options for city revital-
ization.

ECONOMICS AND BUSINESS

Tax Reform: We continue to consult with Treasury, CEA and outside
experts such as Joe Pechman and Stanley Surrey.

Trade Adjustment Assistance: We are working with Commerce, STR,
and the agencies on a general TAA program. The paper should clear
interagency review within the next several weeks and we will have
a decision memo to you shortly.

GSP-OPEC: We are working with NSC and the Vice President's office
to coordinate consultation on the Mondale Option with Congress
and some of the OPEC countries.

HEALTH

National Health Insurance: The next meeting of the HEW Advisory
Committee on National Health Insurance will be in Canada on
September 8 and 9.

COMMUNICATIONS

Telephone Interception: We have worked with NSC and other agencies
on a policy to deal with Soviet interception of the domestic
telephone - system. The report has been submitted to the NSC.

Public ﬁroadcasting: We have worked out proposals for reauthori-
zation legislation with OMB and HEW, and the decision memo is on
the way to you.

Reorganization: We are working with OMB and Commerce on the charter
and budget of the new Assistant Secretary of Commerce, who will
replace the Office of Telecommunications Policy. Commerce expects
to get you a recommendation on that appointment in September.
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ENERGY

Nuclear Licensing Reform: Working draft of legislation circulated
for comment to interested outside parties on August 19. Working
with small staff group to develop options for possible companion
safety initiative.

Phantom Taxes: Review group including Treasury, OMB, DOE staff will
be formed to examine problem and suggest remedies. Will also work
with California PUC to evaluate their program which limits tax
pass-through. Preliminary memo complete by September 15.

Alcan Natural Gas Pipeline: Staff level negotiations completed with
Canadians. Schlesinger-MacEachen meeting set for today. The prospects
for agreement on an acceptable Alcan route seem good.

0il Imports: Working with Schlesinger's staff to draft statement of
concern over import levels, and will continue to consult with Jody
on timing and forum of statement.

Spent Fuel Policy: We will be working with Jim Schlesinger on this.

AGRICULTURE AND RURAL DEVELOPMENT

Setaside: A decision memo on this topic will be forwarded to you
today.

Sugar: We are working with Justice and USDA to work out the
details of an interim payment program. Decision memo to you by
Tuesday.

CIVIL RIGHTS AND JUSTICE

Undocumented Aliens: We will consuit with Justice Department as
they write the legislation.

Handguns: We will review the draft legislation with Justice, OMB
and others.

Morris Dees Memo on Death Penalty: We will meet with Justice and
comment on the memo by September 1.

POSTAL SERVICE

Options memo on postal policy will be submitted today.
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NATURAL RESOURCES

Water Projects: We are working with Frank Moore's office and OMB,
Interior and Army to develop follow-up strategy on water projects
funded in the Appropriations bill. Memo to you within a few days.

Mining Law Reform: Working with Interior, OMB and other agencies
to put Administration Mining Law Reform bill in final form by
early September.

National Heritage Trust Proposal: Working with Interior on proposal.
Targeted date for completion is September 20.

EDUCATION

Expiring Legislation: We are working with HEW in formulating
legislative proposals for expiring education legislation for
elementary and secondary education. Initial proposals will be
available in September.

Service Academies: We have received comments from NSC and will
incorporate them into the study you requested of the curricular
offerings and their relationship to future career opportunities
at the service academies.

WOMEN
We are working with OMB and interagency and agency task forces

concerned with equity for women. As proposals are ready they will
be forwarded to you.

CIVIL SERVICE MATTERS

Hatch Act Reform: Hearings are being held in the Senate. We are
working with the Civil Service Commission and Senate staff on policy
development. Also coordinating with Frank Moore's staff on
legislative strategy.

INTEGRITY AND OPENNESS MATTERS

Executive Order on Logging: Memo prepared by Justice has been
reviewed. Justice draft has been redrafted by the Executive Office
Working Group and circulated for comment to agencies. Target date
is immediately after Congress' return in September.
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Lobby Reform: House Committee is in mark-up, and we sent

proposed language on executive branch lobbying developed with
OMB and Justice to the Hill.

Revision of Security Classification System: We have consulted
with NSC and the agencies on the guestions you raised. We will
send you a memo next week. A draft of the executive order will
be ready to circulate to the agencies and to groups outside the
government immediately thereafter.

Public Officials Integrity Act: We are working with Frank's
staff, Justice, CSC and the Speaker's office to secure House
passage this year.

Funding for Printing of Federal Register and Code of Federal
Regulations: GSA has changed their position on this. They
are working on a memo that will be in to you soon.

OSHA Reform: We are working with OMB, CEA and DOL to establish
an interagency task force as approved by you.

CONSUMER MATTERS

Agency for Consumer Protection: We are working with Esther
Peterson, OMB and Frank's staff to develop strategy for initiating
House action.

Class Action: We are working with Esther Peterson and Justice
to review recently-introduced consumer class action bills and
to develop an Administration position. We are working with
Esther Peterson, Frank's staff and Justice to help enact the
FTC Improvements Act.

REGULATORY REFORM PROJECTS

Regulatory Reform: The Reorganization Project has redrafted
the proposed guidelines on writing and "sunsetting" regulations
to incorporate your comments as well as the comments received
from the Cabinet. A draft Executive Order will be circulated
next week.

Surface Transport Reform: Following your meeting with Secretary
Adams, a task force is studying and preparing a decision memo for
you on surface transport reform options.

Airline Regulatory Reform: We are continuing to assist the
Senate committee in revising the air bill. The committee will
probably report the bill in September. A member of our staff is
traveling to many cities this month to increase awareness of the
Administration's program.

Financial Institutions Regulations: We are working with Treasury,
HUD, OMB and CEA to develop a format for approaching the new
reform agenda in this area beyond NOW account legislation now on
Capitol Hill.




HUMAN RESOURCES

Welfare Reform: HEW and Labor are working on the legislation
to be submitted to Congress after Labor Day. Some technical
changes may be necessary in the program as a result of this
review, although nothing substantial. We are working with
OMB in having the departments flash-out the administrative
arrangements they contemplate for the program. OMB believes
there may be a need for a meeting with the President in the
middle of September.

N

H.R. 7200: This House-passed bill has become the vehicle
for Senator Long's welfare-social security strategy for
this session. We are working with interested parties of
the EOP and HEW to indicate to the Finance Committee our
disapproval of many features of the bill. We will keep
you informed of progress including the relationship of H.R.
7200 to Social Security.

Indo-Chinese Refugees: A bill to implement your decision to
extend and phase-out the refugee assistance program is cur-
rently being cleared by OMB and should be introduced when

the Congress returns. The inter-agency task force working

on the admission of the 15,000 new refugees and future refugee
policy is continuing its work.

Veterans Hospital Study: The National Academy of Sciences
has issued a report on the VA hospital system which makes

a number of recommendations for improvements, including be-
ginning to integrate the VA system into the local health
delivery systems where they are located. The VA is required
to send its response to the report to Congress by September
1. We are working with VA and OMB on the substance of that
response. In line with your discussion several months ago
with Max Cleland, we will be preparing a memorandum for your
decision on the important issues involved here.

MISCELLANEQUS

Foreign Gifts: Working with GSA to prepare draft of guidelines
for government agencies regarding receipt of foreign gifts.
Memo to you within a few weeks.
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THE WHITE HOUSE

WASHINGTON

Date: August 24, 1977 MEMORANDUM
FOR ACTION: FOR INFORMATION:
Stu Eizenstat - QLPL~LJ4K The Vice President

Frank Moore
Jack Watson cowum by s

Charlie Schultze {gryftaws
Zbig Brzezinski W

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Lance memo dated 8/24/77 re Full Funding Policy for the
1979 Budget

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 12:00 NOON

DAY: Friday

DATE: August 26, 1977

ACTION REQUESTED:;
X Your comments
Other:

STAFF RESPONSE:

| concur. No comment.
Please note other comments below:
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If you have any questions or if you anticipate a delay in submitting the required
material, piease telephone the Staff Secretary immediately. (Telephone, 7052)




THE WHITE HOUSE

WASHINGTON

August 26, 1977

MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT %\4
SUBJECT: Lance Memo re Full Funding Policy

for the 1979 Budget

I support both OMB recommendations. It would be a
mistake to apply this policy retroactively to already
authorized projects. It would require a large additional
appropriation to little advantage. The proposal by

OMB would not add to the deficit since it would not
affect outlays but would give a more realistic picture

of the costs of new programs and projects.

However, I have talked with Charlie Schultze about one
point which should be made clear and with which he strongly
agrees. That is, the full funding concept should apply
only to physical projects and not to new social programs.

Thus, for example, when we propose our national health
insurance program next year, while internally we should
have an idea of its eventual costs, we would want to ask
for budget authority only for the first phase-in in the
first fiscal year.

I believe it is the intent of the OMB proposal to limit
full funding to procurement and construction contracts.
This needs to be made clear.



August 26, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: CHARLIE SCHULTZE

SUBJECT: Lance memo on full funding policy for the 1979

budget

I agree wholeheartedly with the proposal to fully fund
major procurement and construction projects in the 1979
budget. I also agree that it is wise to apply this principle

only to future starts. Retroactive application of full
funding serves no purpose.
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MEMORANDUM TO: THE PRESIDEN

- o Te.

FROM: Jack Watson J August 26, 1977

RE: Southern /Goviernors' Conference

/

As I just mentioned to you, the Southern Governors'
Conference will be held in San Antonio Monday, Tuesday and
Wednesday of next week. Ed Edwards of Louisiana has pro-
posed a resolution opposing ratification of the Panama
Canal treaties. A copy of Governor Edwards proposed reso-
lution is attached.

I have had conversations with Julian Carroll and
George Busbee, both of whom will help us with the resolu-
tion. Julian is Chairman of the Resolutions Committee. I
understand that the Resolutions Committee consists of the
following Governors:

‘ﬂ“ Julian Carrollb/’ George Wallace‘//
. .5/ »David Boren Ed Edwards X
,ﬂjd’u 1 David Pryor g~ Jim Edwards X

I don't know if there's much we can do with Ed Edwards and
Jim Edwards, but I am reasonably sure that a telephone call
to Boren and Pryor asking for their help would work. Since
Julian was at the briefing last Tuesday, and since I have
talked to him several times about the matter, it is not
necessary for you to call him. (A call to Busbee wouldn't
hurt.) I understand that Reubin Askew, Jay Rockefeller and
Cliff Finch will not be at the Southern Governors' Conference.

Other Governors who I expect will be in attendance are:

George Busbee Ray Blanton
Dolph Briscoe Jim Hunt

I have talked with Sol Linowitz and am trying to
arrange for him to go the the National Governors' Conference
in Detroit on September 8. The House Foreign Relations

pot b WASHINGTON .pupc/ R—/a/ il '/"'41,0



Committee is considering a hearing on that day which, if
held, could preclude Ambassador Linowitz's presence in
Detroit. Making a presentation to all of the Governors
at once on the issue seems to me to be a good idea.
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WASHINGTON

MEMORANDUM TO THE PRESIDEN,
FROM: LANDON BITLE g\

DATE: AUGUST 26, 1977

MEMORANDUM

SUBJECT: STATUS OF PANAMA CANAL ENDORSEMENTS

For the last two days I have been working to pin down written
endorsements of the new Panama Canal Treaty from prominent

people in the public and private sector. Listed below are

the people who have actually provided us with written endorsements:

--Irving Shapiro (personal endorsement)
President
The Business Roundtable

-~-Heath Larry {(personal endorsement)

President
National Association of Manufacturers

--Max Fisher and Seymour Milstein
Chairman of the Board and President respectively
United Brands Company
United Brands is the largest taxpayer in
Panama - they pay $16 million a year.

--Averell Harriman

--Robert Roosa
Partner
Brown Brothers Harriman & Company

With the help of Averell Harriman and Robert Roosa, we have
also obtained endorsements from the following 13 people:

--Howard L. Clark
Chairman, Executive Committee
American Express

-—-Roger H. Morley
President
American Express

~--Eugene R. Black 1an
Former President for preservatio
World Bank



Richard M. Furland
Chairman
Squibb Corporation

Robert H. Knight
Shearman & Sterling
(former General Counsel of the Treasury)

Peter Solbert
Senior Partner
Davis, Polk & Wardwell

John W. Brooks
Chairman
Celanese Corporation

James H. Evans
Chairman
Union Pacific Corporation

James W. Wilcox
Chairman and President
Joy Manufacturing

Robert 0. Anderson
Chairman
Atlantic Richfield

W.L. Hadley Griffin
Chairman and President
Brown Group, Inc.

St. Louis

Edward Bronfman
Seagrams, Inc.

Lewis Lapham

Former Chairman
Bankers Trust Company
Former President
Grace Line, Inc.



Other endorsements in hand now are:

~-Jack Valenti
Former Special Assistant to the President.
Currently, President of Motion Picture Association
of America.

-~Lincoln Gordon
Former Assistant Secretary of State for Inter-
American Affairs, former Ambassador to Brazil,
and former President of Johns Hopkins.

--Harry McPherson
Former Deputy Under Secretary of the Army
for International Affairs and former Special
Counsel to President Johnson

~-Nicholas deB. Katzenbach
Former Attorney General, former Under Secretary
of State and currently Vice President of IBM.

~-Edwin M. Martin
Former Assistant Secretary of State for Economic
Affairs, former Assistant Secretary of State for
Inter-American Affairs, and former ‘Chairman of
the Development Assistant Committee of OECD.

--Helen Meyer
Chairman of the Board
Dell Publishing Company

--Maj. Gen. Robert Fleming
Former Governor Canal Zone and former President
Panama Canal Company.

-~Stephen Ailes
Former Secretary of the Army, former Chairman
of Panama Canal Board and former President
Association of American Railroads. Currently
Director of Riggs National Bank.

~-Burke Marshall
Former Assistant Attorney General, former Vice
President of IBM and presently a law professor
at Yale University.



--Robert Ellsworth
Republican.
Former Ambassador to NATO, former Assistant
Secretary of Defense for ISA, former Deputy
Secretary of Defense under President Ford, and
former Congressman from Kansas. Willing to
testify or form group of supporters.

--William Rogers
Former Assistant Secretary for Inter-American
Affairs and Under Secretary of State under
President Ford. Presently a partner in Arnold
and Porter. Willing to do anything to help.

-~General Brent Scowcroft
Former NSC Director.

A number of people have expressed an interest in endorsing,
a number of potential supporters are on vacation until after
Labor Day ,and others will endorse but want to see a draft

of the treaty first. I will keep you posted on further
progress.
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August 26, 1977

"TORANDUM FOR THE PRESIDENT

FROM: FRANK MOORE ;M

The following is the correct telephone number should
you want to contact Dick Bolling:

809/863-2000.

That is the switchboard number at the base where he
is staying but they will be able to ring his room directly
for you.

All reports are that he is doing very well.

Electroi tic Copy Made
for vi n Purposes






THE WHITE HOUSE
WASHINGTON

8/26/77
Mr. President:

OMB comments:

1. (p. 2, para. 2) Strengthening
appraisal procedure in any way
would be desirable, but we aren't
aware of any promising approaches
at this time.

2. Melcher-Church amendment would
require monitoring bidding patterns
to detect collusion rather than re-
quiring a sealed bid to qualify for
oral bidding. Sealed bids are al-
ready required to qualify.

No other staff comments.

TWO SIGNATURES REQUESTED.

-~Rick
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MEMORANDUM FOR: THE PRESIDENT

FROM: STU EIZENSTAT S‘h/\,
LYNN DAFT {9,

SUBJECT: Bidding Procedures for National
Forest Timber (At Your Request)

As you know, the Senate is considering an amendment to the
National Forest Management Act that would have the effect

of discouraging the use of sealed bidding in the sale of
National Forest timber. Senators Bumpers and Kennedy have
recently written you expressing their opposition to the
amendment (Tab A). Senator Church has written in support

of it (Tab B). Though your note to me indicated that you
agree with the Bumpers/Kennedy position, as do we, we thought
you should have the benefit of a more complete description of
the issue and the options before we respond to the Senators.

BACKGROUND

There has been continuing controversy as to whether sealed or
oral auction bidding methods should be used in the sale of
timber from National Forest lands. The controversy arose
from efforts to implement a provision of the National Forest
Management Act of 1976, which requires the Secretary of
Agriculture to take action to eliminate collusive practices
in bidding for National Forest timber. That law requires
sealed bidding on all sales except where the Secretary
determines otherwise by regulation.

The central issue is how to achieve the effects of open and
fair competition in the sale of National Forest timber,

namely a competitive price for the public's timber, in a
market that is frequently dominated by a single seller (the
Forest Service) and comparatively few potential buyers. In
other words, the issue is how to promote competition in a
setting this is often not conducive to competitive performance.

Electrostatic Copy Made
for Preservation Purposes






In addition to the correspondence addressed to you, Senators
Church and Melcher have recently asked the Department of
Agriculture for its views on a proposed amendment to S. 1360
pertaining to methods of bidding. More specifically, the
amendment requires that all prospective oral bid purchasers
submit written bids and that these bids be equal to or in
excess of the appraised value to gqualify for participation
in the oral bidding. The amendment's sponsors characerize
it as simply providing the Secretary with needed discretion.
They argue that with the proposed language the Secretary can
use any bidding method he finds to be in the public interest.
However, the Department of Agriculture cautions that upon
passage the proponents would expect the Secretary to return
to essentially 100 percent oral auction bidding throughout
the West. In other words, they feel enactment of the legisla-
tion would leave the Department in the middle between those
legislators who support oral auction and those who advocate
sealed bidding.

THE ISSUE
What position should the Administration take on the Church/
Melcher amendment to change bidding procedures for National

Forest timber?

POLITICAL ASSESSMENT

Western members of the House and Senate, including Congressmen
Ullman, Weaver, and Sims, and Senators Jackson, Church,
Melcher, Hatfield, and Packwood, are strong supporters of S.
1360. Other Senators including Humphrey, Bumpers, Talmadge,
Kennedy, and Metcalf plus Congressman Krebs oppose it. We
expect a similar alignment on the Church/Melcher amendment.
The Committee votes have been close -- 22 to 20 for reporting
out of the House Agriculture Committee and 10 to 7 for
reporting out of the Senate Agriculture Committee.

Though industry concerns seemed to be allayed by the June 2
Forest Service regulations, the Congressional debate has
rekindled their concerns. Administration opposition to the
amendment would therefore be greeted with alarm by much of
the industry.



OPTIONS

(1) Continue to indicate no objection, provided the Secretary
retains discretion to determine bidding methods.

PRO

-= Lets proponents of the amendment move ahead without
Administration interference.

- Generally consistent with the Department's prior
position on S. 1360, i.e., no objection to repeal
of sealed bidding requirement of the National
Forest Management Act.

- Avoids having the Administration support an amendment
which will be viewed by some as accepting collusive
practices.

CON

- If the amendment becomes law, colloquy would
probably state expectation that we would return to
historic patterns, essentially 100 percent oral
bidding in the West.

-- Present regulations would need to be revised just
when they are becoming operational, resulting in
further disruptions in sales procedures.

(2) Oppose all amendments on grounds that amending the National
Forest Management Act is premature at this time.

PRO

-= Strong position that National Forest Management
Act provides Secretary adeqguate authority to
protect public interest.

- Would aid those opposing legislation.

-- Would allow us to gain experience and data under
new regulations.

- Would protect your option to approve or disapprove
enactment.

- The USDA reports that on-going Justice Department
investigations make it likely that supporters of
changes in National Forest Management Act could be
embarrassed by new indictments.



CON

- Senators Church, Melcher, and the timber industry

will claim they have been misled and the Department
has shifted position.

- We might lose our ability to influence report
language.

Secretary Andrus asked for the opportunity to comment on
this matter. He feels strongly that the Administration
should support oral bidding as it is handled in the West
because he believes it is necessary for the survival of
small-to-medium sized operators in their competition against
larger companies. He has noted that the charge of collusion
has seldom been substantiated and that collusion is just as
possible under a sealed bid as under oral bidding.

Secretary Andrus indicated that the situation in the West
requires oral bidding because as much as 80% of the total
timber supply available to an independent operator is owned
and sold by the United States Forest Service. If they
cannot compete for Forest Service sales, they cannot make up
the difference through private timber. Under the oral
procedure, Secretary Andrus indicated that an independent
operator increases his bid against a competitor if he needs
that timber to sustain his operation, while under the sealed
bid technique, the large operator calculates the sales
needed by the smaller companies and puts in one high sealed
bid to put "the little man out of business." The large
operator has his own timber to mix in which the higher priced
timber which he is willing to bid for to drive the smaller
man out of business. He therefore concludes that "oral
bidding in the clear light of day is the best way to go."

The Department of Agriculture is on record as having no
objection to the amendment, which might lead to more oral
bidding, provided the Secretary retains discretion to
determine bidding methods. The Department now indicates it
is essentially neutral.

The Department of Justice would prefer opposition to the
amendment for the reasons set out above in this memorandum.

We believe, despite the anger this may produce among Western
Congressmen and Senators, that the Justice Department position
should be supported, stressing that we do not oppose the
amendment on the merits at this time, but feel the changes

are premature until we review the experience of the new
regulations. This would be consistent with your note to me
regarding the Bumpers / Kennedy letter.



Assuming you prefer the last option, we have attached draft
replies to Senators Bumpers, Kennedy, and Church notifying
them of your decision.

DECISION

(2)

(3)

Support objectives potentially leading
to more oral bidding (Secretary Andrus)

No objection to the amendments (Agriculture,
but with current position of "neutrality")

Take no position - neutrality (Agriculture
does not recommend you take this position
but feels neutral itself)

Object to amendments on ground of prematurity
(Justice, Domestic Policy Staff)



TAB A















TAB B









THE WHITE HOUSE

WASHINGTON

To Senator Ted XKennedy

This is in further response to your August 4
letter regarding S. 1360.

After reviewing the proposed legislation, I
have concluded that it would be premature to
amend the National Forest Management Act.

As you know, there has been very little
experience to date under that law, since

the final regulations were only issued June
2. Thus, without judging the merits of the
amendment, I believe we should refrain from
changing the basic authority until we have
had further opportunity to review the experience
of the new regulations.

Sincerely,

The Honorable Edward M. Kennedy
United States Senate
Washington, D.C. 20510



THE WHITE HOUSE

WASHINGTON

To Senator Frank Church

This is in further response to your July 27
letter regarding S. 1360.

After reviewing the proposed legislation, I
have concluded that it would be premature to
amend the National Forest Management Act.

As you know, there has been very little
experience to date under that law, since

the final regulations were only issued June
2. Thus, without judging the merits of the
amendment, I believe we should refrain from
changing the basic authority until we have
had further opportunity to review the experience
of the new regulations.

Sincerely,

The Honorable Frank Church
United States Senate
Washington, D.C. 20510



THE WHITE HOUSE

WASHINGTON

To Senator Dale Bumpers

This is in further response to your August 4
letter regarding S. 1360.

After reviewing the proposed legislation, I
have concluded that it would be premature to
amend the National Forest Management Act.

As you know, there has been very little
experience to date under that law, since

the final regulations were only issued June
2. Thus, without judging the merits of the
amendment, I believe we should refrain from
changing the basic authority until we have
had further opportunity to review the experience
of the new regulations.

Sincerely,

The Honorable Dale Bumpers
United States Senate
Washington, D.C. 20510



























































































































